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REAL ESTATE ECONOMISTS, APPRAISERS AND COUNSELORS 


THE RECOVERY -- HOW MUCH? 


ITHIN the next six months we should see the visible signs of the re- 
W covery, although current real estate indicators, charted on page 176, 

have not changed direction since last month. How much of a recovery 
will this turn out to be for construction, real estate, and mortgages? 


Last month we pointed to the economic forces working for recovery. How 
far will these take us? To begin with, we should see how mild the recession in 
business is compared with that of realestate. The chart below compares the 
median percentage change of 104 metropolitan statistical areas between 1959 
and 1960 in seven important economic indicators. During 1960 the median level 
of residential construction dropped off about one-fifth from its 1959 level. 
Other sectors of these local economies did not do so badly. Real estate and 
mortgage activity were off 6 percent. Bank debits increased almost 4 percent, 
while employment nudged up 1 percent, and wages increased over 2 percent. In 
spite of the increased wages, consumers held back in spending, since depart- 
ment store sales showed no change. 

(cont. on page 171) 


MEDIAN PERCENTAGE CHANGE, 104 CITIES 
Comparison of 1960 with 1959 
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NEW FAMILY ACCOMMODATIONS NUMBER BUILT PER MONTH 


PER 10,000 FAMILIES 
IN METROPOLITAN AREAS-—CLASSIFIED BY SIZE OF POPULATION 


SOT TTT TTT 4 Sra &Y 7) 
| 


















































| 1,000,000 & OVER 500,000 TO 1,000,000 
| 
30} — -4 + 
7] 
on as Lt oat if 
— 
10 + + 7 
| 
| | 
| | 
obbbLLiiti titi iiss} SSS EERESESRSEREeeeeeeee 
39 45 5C 5: ’ 39 45 50 5 60 
poe 4) TT 4 i 2h 
| 250,000 TO 500,000 50,000 TO 250,000 
30} i: 





- 






































OlbLiti titi tt oLLi Litt 


| Litii lt tii 
39 45 50 5s é 39 ‘45 ‘SO 


60 








ee ee 


r6- 


Po te eR nent 


oN 








(cont. from page 169) 

For the nation the total market value of all goods and services sold for 
final consumption (Gross National Product seasonally adjusted annual rate) fell 
from its 1960 fourth quarter level of $500.4 billion to $495.0 billion during the 
first quarter of 1961. There has been practically no change in the level of in- 
dustrial production for the whole of the first quarter. Finally, housing starts, 
according to the Government, have increased over last year’s starts for the 
first time in March. The annual rate of private nonfarm housing starts stands 
at 1,253,000. March, however, was a bad month last year due to inclement 
weather. Next month will give us a better clue on trends. 


The fact that business has not declined as much as real estate seems to be 
related to the slowing of real estate and construction activity since 1946-50. 
The charts opposite show the average rate of building new family accom- 
modations in each of four different size metropolitan areas. The highest rate 
of construction took place in 1950. Each subsequent boom, 1955 and 1959, was 
an interruption of a downwardtrend. The rate of housebuilding during neither 
of these subsequent booms reached the levels of 1950. 


The key to the height of the next recovery would seem to be the number of 
persons reaching 35 years of age. Why 35? This is the average age of the 
person buying a home. The number of persons reaching this age each year 
reached a peak in 1955 of 2,517,000. This number fell to 2,409,000 in 1959, 
and rose slightly to 2,479,000 in 1960. From 1960, however, the number 


(cont. on page 174) 
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(cont. from page 171) 
reaching 35 years of age each year declines until 1969, with 2,067,000 reach- 
ing the home buying age that year. 


This means that the growing number of people retiring and looking fora 
smaller home or apartment and the people 40 to 50 years of age looking for 
their better second home may have more difficulty selling the home they now 
occupy than they had a few years ago. The number of new homes each year 
may, therefore, not be as great during the next few years on the average as it 
was in the fifties. 


In spite of the increase in the vacancy rate of rental units to 8 percent, as 
shown in the chart on page 171, apartments still would seem to be the need of 
the early sixties. This year 2,325,500 persons reached 20 years of age. This 
is just a little less than the average age at which people marry. By 1963, 
2,797,350 persons will reach this age each year. These young married cou- 
ples will be more likely to rent apartment space than to buy a new home. 


Putting together the increased need for apartments with the decrease in the 
number of persons reaching the home buying age each year, it would seem to us 
that the next recovery in home construction will not reach the highs of 1955 
and 1959, much less that of 1950. 


FARM VALUES PER ACRE BY STATES 


U. S. Department of Agriculture Estimates 
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1959 196( 1959 1960 
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OD osc os we es 78.74 78.74 New Hampshire ...... 106.29 104.75 
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Market Price Calculator. For your convenience, we have put the newly 
computed market price calculator on pages 172 and 173. With this table you 
can trend a past sale of a property forward to its current market price. The 


use of the table is explained on page 172. 





Farm Prices. Last month we pointed out the changes and trends in farm 
real estate prices. On page 174 we have a table of the average value per acre 
by States. The future of farm real estate values depends a great deal on 
whether incomes will continue to rise, and whether there will be continued 
pressure for farm enlargement. 





Housing Inventory. The latest housing inventory figures from the 1960 cen- 
sus have just been released. In the table below we have compared the inventory 
of 1950 with that of 1960. As usual there have been changes in definition which 





make comparisons less accurate than desired. The measurement of the con- 
dition of a house, for example, has changed slightly. A dilapidated house is 
still dilapidated, but a sound house of 1950 may be a sound or deteriorating 
house of 1960. We have adjusted the figures of 1950 to include Alaska and 
Hawaii. A comparison of 1950 with 1960 shows that there was an addition of 
12,186,000 housing units during our boom of the 1950’s. 


HOUSING INVENTORY COMPARISON, 1950-1960 





1960 1950 
9 All housing units . . of: Sey de Aa te dein ee 98 , 323, 000 46,137,000 
Owner-occupied units ee a ee re re 32,796, 000 23,614,000 
Sound and deteriorating with all plumbing facilities 28,918,000 16, 309, 000 
Lacking some or all plumbing facilities or 
SE, 6. aw & 0-244 OS eee ee 3,878, 000 7, 305, 000 
Renter-occupied housing units .............. 20, 225, 000 19, 355, 000 
Sound and deteriorating with all plumbing facilities 15, 283,000 11, 405, 000 
Lacking some or all plumbing facilities or 
EE ne hace &, ba ea ee ee 4,942,000 7,950, 000 
Wacnmt ermimeee FOF Ohle. . 6 kk sc eet eeee 521,785 215,874 
With all plumbing facilities ............... 465,923 * 
Lacking some or all facilities ............. 95, 862 ° 
Vacant available for rent ee eee ee 1,453,133 519, 708 
With all plumbing facilities ............... 1,078, 568 * 
Lacking some or all facilities ............. 374, 565 * 


*Not available. 


The most important point of interest is the increase in the percentage of 
sound housing. About 83 percent of all occupied housing in 1960 is sound or 


deteriorating with all plumbing facilities. In 1950 only 64 percent of all occu- 
pied housing was not dilapidated with all plumbing facilities. The actual num- 
ber of dilapidated housing units occupied decreased! 
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ROY WENZLICK INDICATORS OF THE REAL ESTATE MARKET 
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REAL ESTATE 
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RESIDENTIAL RENTS 
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